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May 12, 2010

 
Employees’ Retirement Board of Rhode Island 

Monthly Meeting Minutes 

Wednesday, May 12, 2010 

9:00 a.m. 

8th Floor Conference Room, 40 Fountain Street 

 
 

The Monthly Meeting of the Retirement Board was called to order at 9:05 a.m., 
Wednesday May 12, 2010 in the 8th Floor Conference Room, 40 Fountain Street, 
Providence, RI.  

I. Roll Call of Members  

The following members were present at roll call: General Treasurer Frank T. Caprio; 
William B. Finelli; Gary Alger; Daniel L. Beardsley; Frank R. Benell, Jr.; Michael R. 
Boyce; M. Carl Heintzelman; John P. Maguire; John J. Meehan; Thomas A. Mullaney; 
Louis M. Prata; Linda C. Riendeau; Susan Knorr Rodriguez; and Jean Rondeau.   

Also in attendance: Frank J. Karpinski, ERSRI Executive Director; Attorney Michael P. 
Robinson, Board Counsel.  

Recognizing a quorum, Treasurer Caprio called the meeting to order. 

II. Approval of Minutes 

On a motion by Frank R. Benell, Jr., and seconded by Louis M. Prata it was 
unanimously  

VOTED: To approve the draft minutes of the April 14, 2010 meeting of the 
Employees’ Retirement System of Rhode Island Board. 

III. Chairman’s Report 

The Treasurer said that the discussion that will follow with GRS and PCA regarding a 
review and analysis of the assumed rate of return is only the beginning of a process.  He 
remarked that the Board will be provided with enough information and knowledge 
before making a fiduciary decision to adjust the rate if appropriate.  

Treasurer Caprio announced that the Treasury Department will be moving from the 
current location at 40 Fountain Street in Providence to a state owned building at 50 
Service Avenue in Warwick.  He said the State’s IT Department (DOIT), the State Mail 
Operation and a division of the State Police will also be housed in this building.  The 
current lease will expire in April 2011 and a formal timeline will be developed for the 
move.  He explained that the building was purchased with past budget revenue so 
Treasury will not incur any expenses related to the purchase, which will dramatically 
reduce expenditures.  The Treasurer extended an invitation to the Board to visit the new 
facility and asked Director Karpinski to coordinate the visit. 
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IV. Executive Director’s Report 

The Director began by reviewing the documentation that had been given to the Board.  

The Director mentioned the training session that took place on April 28, 2010 and 
added that as part of an ongoing process, there will be additional sessions scheduled for 
training in investment principles and fiduciary responsibilities.  He told the Board that 
GRS and PCA are in attendance today to provide information regarding the assumed 
investment return assumption.  Additionally, he said the Board may seek to convene 
into Executive Session to discuss the security risk mitigation solution with 
representatives from UNICOM, ERSRI’s IT Security consultant. 

He noted that the yearly valuation is being delayed in anticipation of any changes that 
the General Assembly may enact.  He said the valuation will most likely be available in 
July depending on the order of magnitude of any potential changes. 

The Director went on to discuss H8063 which created a fund outside of the trust to 
collect employer contributions.  The fund was created to permit the legislature to collect 
savings from any changes as a result of any pension reform in the current year.  The 
Director told the Board that unlike last year, Teacher employers are still required to 
make pension contributions   

The Director then referred the Board to a proposal provided by L.R. Wechsler, Ltd 
(LRWL) to perform procurement support for the ANCHOR upgrade.  Director Karpinski 
told the Board that the option to provide procurement support was included in the 
original RFP for an IT consultant under Section 5, Project Scope - Option 11 A.  
Accordingly, he said the contract with LRWL, as a result of the RFP, includes the ability 
to exercise the use of Option 11 A.  As described in LRWL’s approach (which was 
included in the board book) the cost estimate was not to exceed $200,000.  The Director 
asked  the Board if there were any comments or concerns with LRWL’s estimate and / or  
approach; there being none, he told them he would begin the procurement process with 
support from LRWL under option 11 A of their contract. 

Director Karpinski apprised the Board that retirees can now view their direct deposit 
receipt on the ERSRI website.  He said ERSRI will soon eliminate sending direct deposit 
receipts through the mail, which will result in significant savings in postage and paper 
costs.  Mr. Boyce asked how the members will be notified of this change.  The Director 
said a newsletter will be mailed to all members notifying them of the change and 
instructing members who have not set up a web account to create one.  He added that 
members who do not have email or want to continue to receive a hard copy of the 
receipt can do so by notifying ERSRI.  There was a discussion regarding how to 
implement the change and it was agreed to proceed as planned.  Mr. Maguire asked 
Attorney Robinson if ERSRI is required by law to provide a hard copy of the direct 
deposit receipt to members each month.  Attorney Robinson said he would research the 
issue. 



     
      
      
   
 

  
 
3
 May 12, 2010

Discussion of Assumed Investment Rate of Return with ERSRI System 
Actuary Gabriel, Roeder, Smith and Company (GRS) and State Investment 
Commission’s General Investment Consultant Pension Consulting Alliance 
(PCA) 

J. Christian Conradi and Joseph Newton, Senior Consultants from GRS began their 
presentation by explaining that this review is normally done as part of the full 
Experience Study, but the Study has been delayed due to the impact of legislation on 
retirements and terminations.  He commented that the Board felt a review was 
necessary at this time considering the market meltdown of 2008 and future prospects 
for market returns.  He emphasized that their role is to provide information so the 
Board may select an appropriate assumption for actuarial valuations, but the final 
decision rests with the Board.   

Mr. Conradi and Mr. Newton went on to give a background on the importance of the 
assumption rate and how changes in the rate will affect employer contribution rates for 
ERSRI, MERS, State Police, Judges, and Teachers Survivor Benefits.  If a change occurs 
the new investment return rate will first be utilized in the actuarial valuation performed 
as of June 30, 2009, which is used to determine the contribution requirements for the 
fiscal year ending June 30, 2012. 

Mr. Beardsley referred to the MERS plan commenting that some of these plans are fully 
funded or over funded.  He asked if the assumed rate of return where to be adjusted, 
could the MERS plan remain unchanged.  Mr. Conradi said all plans are commingled for 
investment purposes and therefore it would not be possible.  Mr. Conradi stated he will 
provide the Board with the amount of increase in employer contributions for each 
individual plan if a change is considered.  

Mr. Newton reviewed the history of net market returns and investment returns for the 
last ten years.  He noted that the assumption review process should include three 
components: the assumed rate of inflation, real return (above inflation) and an 
allowance for investment and administrative expenses.  Mr. Newton said the inflation 
rate is currently 3% and GRS does not recommend making any changes to this rate.    
Mr. Newton commented that during the last experience study the investment and 
administrative expenses averaged 0.50% per year.  Treasurer Caprio interjected that 
ERSRI’s asset allocation has shifted from equity funds in 2006 to indexing in 2009, 
which has reduced fees associated with active managers.  Mr. Newton noted that GRS 
was recommending decreasing the adjustment for expenses from 0.50% to 0.45% to 
reflect these changes.  The Treasurer commented that he felt the 0.45% could possibly 
be decreased by 2 basis points as a result of the savings the passive investment strategy 
has yielded.  Mr. Conradi said he will revisit the option of decreasing the basis points for 
expenses during the full Experience Study, as there will be another full year of data.  Mr. 
Newton explained that it is necessary to identify the range of expected returns based on 
the fund’s targeted allocation of investments and an overall set of capital market 
assumptions.  He said there has been a shift in allocation from traditional equities assets 
to an asset class designed to provide a targeted real return above inflation.  Mr. Newton 
continued that GRS used capital market assumptions developed and published by seven 
independent investment consulting firms which resulted in an average net investment 
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return assumption of 7.93% which is 0.32% less than ERSRI’s current assumption of 
8.25%.   

Mr. Conradi stated that based on this analysis, GRS recommends that the Board  
consider lowering the return investment assumption from 8.25% to a range from 7.5% 
to 8%; this would be the sum of inflation of 3% and an assumed real return of 5.00%-
5.50%, offset by .045% in expected investment and administrative expenses.  He said an 
investment return assumption of 8.25% is near the upper limit of what GRS believes is 
the range of possible reasonable assumptions.  Decreasing the assumption will both 
increase the probability that actual returns will exceed the assumption and decrease the 
amount of the investment losses incurred when the assumption is not met 

However, he said while GRS believes a change is warranted, they would still not disclose 
an exception under ASOP 4 if the Retirement Board leaves the assumption unchanged. 
At the conclusion a discussion ensued among the Board members with Mr. Conradi and 
Mr. Newton regarding their recommendation and administrative details of other similar 
state pension plans.   

Allan Emkin from PCA, the State Investment Commission’s General Consultant, then 
began his presentation.  He explained that he is very confident that the rally from 1982-
2007 will not be repeated during the next twenty five years; in order to repeat past 
performance the yield in treasuries would have to be in the mid teens and the valuation 
in the equity market would have to be below 8%.  He explained that in June 1982 the 
yield on a ten year constant maturity treasury was 14.30% versus a yield of 3.69% in 
February 2010.  He noted that over the period of 1982-2007 the big risk was not to be 
fully invested in stocks and bonds.  He added that during the last two years the position 
in capital markets has reversed and cash and gold were the only assets that did not lose 
money.  He said that going forward the challenge will be managing the risk and volatility 
of the portfolio.  He said a portfolio is not expected to produce a real or inflation 
adjusted return without taking risks.  The types of broad risk are bonds and equities, as 
well as active management risks.  He said that the inflation adjusted growth of the 
equity market is expected to be 5% plus an expected inflation rate of 3%, while the 
expected ten year yield in treasuries should be about 4%.  He concluded his remarks 
with an explanation of compound returns versus arithmetic averages.  Mr. Emkin told 
the Board actuarial return assumptions are compounded returns and forward looking 
returns are compound returns, averages of past annual returns are simply arithmetic.  
He provided an example and emphasized the calculation of a geometric return and told 
the Board that benefits are paid from geometric returns and not arithmetic. He again 
pointed out that neither he nor other consulting firms could predict where the  markets 
will be in ten years but reiterated that it is unlikely that the rally from 1982-2007 will be 
repeated during the next twenty five years and the Board should carefully consider an 
appropriate assumed rate of return..   

 May 12, 2010

V. Administrative Decisions 
(None) 
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VI. Approval of the April Pensions as Presented by ERSRI 

On a motion by R Michael R. Boyce and seconded by William B. Finelli, it was 
unanimously 

VOTED:  To approve the April pensions as presented. 

VII. Legal Counsel Report 

Attorney Michael Robinson noted that there have been no changes in the litigation 
report this month. 

VIII. Committee Report 

Disability Subcommittee: The Disability Subcommittee recommended the following 
actions on disability applications as a result of its May 7, 2010 meeting for approval by 
the full Board. 
 

Name Membership 
Group 

Type Action 

1. Phillip DeBeaulieu State Accidental Postpone 

2. Krystyn Orsini State Accidental Deny 

3. Nicholas Guilmette State Accidental Approve 

4. David Palumbo State Accidental Deny 

5. Karen Giorgi State Accidental Postpone 

6. Shirley Kinsey Teacher Accidental Postpone 

7. Donna Desimone State Accidental Approve 

8. Laurie Waite Municipal Ordinary Approve 

9. Douglas Randall, Sr. Municipal Ordinary Approve 

10. Annamarie Shea Teacher Ordinary Approve 

11. Willistine Vieira State Ordinary Approve 

12. John O’Donnell State Ordinary Approve 

13. Lawrence Leech Municipal Ordinary Approve 

14. Albert Turcotte State Accidental Deny 

 

On a motion by William B. Finelli and seconded by Michael R. Boyce, it was  

VOTED: To approve the recommendation of the Disability Subcommittee 
meeting of Friday, May 7, 2010 on item 6.   

 May 12, 2010

John P. Maguire recused himself from item 6. 
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On a motion by William B. Finelli and seconded by Michael R. Boyce, it was 
unanimously 

VOTED: To approve the recommendation of the Disability Subcommittee 
meeting of Friday, May 7, 2010 on items 1,2,3,4,5,7,8,9,10,11,12,13 and 14.   

Rules and Regulations Subcommittee: Chairman John P. Maguire thanked the 
members of the Subcommittee and reviewed the topics discussed at the meeting on 
April 26, 2010.  He advised the Board that during that meeting there was a discussion 
regarding prior changes to Regulation No.1 and No.4, in addition to a review of 
Regulation No.9. He referred to the Memorandum in the Board book that was prepared 
by the Director which summarized the changes and asked if the Board had any 
questions.  A discussion ensued regarding the changes and on a motion by Daniel L. 
Beardsley and seconded by Jean Rondeau, it was 

VOTED: To accept the recommendation of the Rules and Regulations 
Subcommittee regarding proposed changes to Regulation No.1, No.4, and 
No.9 and to authorize the Executive Director to begin the formal 
promulgation process.  

William B. Finelli voted nay 

The Director stated that during the promulgation process with the Secretary of State 
there will be a public hearing held that may result in additional changes to the 
referenced Regulations.  These changes will then be brought back to the Rules and 
Regulations Subcommittee for review.  He said he will keep the Board apprised. 

Treasurer Caprio told the Subcommittee Members that they did a great job and thanked 
them for their time and effort. 

IX. New Business 

Mr. Boyce said a bill was introduced by the City of Cranston that would take a limited 
number of members out of ERSRI if they belong to a certain union.  He requested that 
the Legislative Subcommittee review this legislation.  Treasurer Caprio affirmed his 
request and asked the Director to convene the subcommittee. 

 May 12, 2010

X. Discussion of ANCHOR Computer System Upgrade and Security 
Risk Solution Review with System IT Auditor UNICOM and 
Review and Approval of sealed draft Executive Session Minutes 
of the April 14, 2010 Session. 
The following Executive Session and votes were taken at the end of the meeting to allow 
representatives from Gabriel, Roeder, Smith and Company (GRS) and Pension 
Consulting Alliance (PCA) to proceed with their presentations.  

A motion was made by John P. Maguire and seconded by Thomas A. Mullaney to 
convene into executive session consistent with RIGL §42-46-5 (a)(3) of the Rhode 
Island General Laws to discuss the study of and possible implementation of ANCHOR 
security risk mitigation solutions, and other matters affecting ERSRI’s security, 
including but not limited to, the deployment of security personnel and devices, and to 
review and approve the sealed draft executive session minutes of the April 14, 2010 
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session, which related to matters affecting ERSRI’s security, including but not limited 
to, the deployment of security personnel and devices. 

A roll call was taken.  The following members voted Yea: General Treasurer Frank T. 
Caprio; William B. Finelli; Daniel L. Beardsley; Frank R. Benell, Jr.; Michael R. Boyce; 
M. Carl Heintzelman; John P. Maguire; John J. Meehan; Thomas A. Mullaney; Louis M. 
Prata; Linda C. Riendeau; and Susan Knorr Rodriguez.   

VOTED: To convene into executive session consistent with RIGL §42-46-5 
(a) (3) to discuss the study of and possible implementation of ANCHOR 
security risk mitigation solutions, and other matters affecting ERSRI’s 
security, including but not limited to, the deployment of security personnel 
and devices, and to review and approve the sealed draft executive session 
minutes of the April 14, 2010 session, which related to matters affecting 
ERSRI’s security, including but not limited to, the deployment of security 
personnel and devices.    

[Executive Session] 

The Board thereafter convened in executive session.  Gary R. Alger and Jean Rondeau 
left prior to convening into Executive Session.  John P. Maguire left prior to the vote to 
re-seal the approved minutes of the executive session.  

[Return to Open Session] 

Upon returning to open session, the Board noted for the record that the following votes 
had been taken in executive session: 

A motion was made in executive session by Frank R. Benell, Jr. and seconded by 
Thomas A. Mullaney to unseal the draft minutes of the executive session of April 14, 
2010.  A roll call vote was taken and it was then unanimously 

VOTED: To unseal the draft minutes of the executive sessions of April 14, 
2010. 

A motion was then made by William B. Finelli and seconded by Thomas A. Mullaney  to 
approve the draft executive session minutes of the executive session of April 14, 2010, as 
presented in the May 12, 2010 Board Book.  A roll call vote was taken and it was then 
unanimously 

VOTED: To approve the draft executive session minutes of the April 14, 
2010 session. 

A motion was made by Frank R. Benell, Jr. and seconded by William B. Finelli to re-seal 
the minutes of the executive session of April 14, 2010, consistent with RIGL §42-46-5 
(a)(3) of the Rhode Island General Laws, due to the sensitivity of the matters, which 
related to the deployment of security devices and personnel.   

A roll call vote was taken and it was then unanimously  

VOTED: To re-seal the approved minutes of the executive session of April 
14, 2010, consistent with RIGL §42-46-5 (a) (3).  
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A motion was made by Linda C. Riendeau and seconded by Michael R. Boyce to exit 
executive session and return to open session consistent with RIGL §42-46-5 (a)(3) of the 
Rhode Island General Laws.  A roll call was taken.  The following members voted Yea: 
General Treasurer Frank T. Caprio; William B. Finelli; Daniel L. Beardsley; Frank R. 
Benell, Jr.; Michael R. Boyce; M. Carl Heintzelman; John J. Meehan; Thomas A. 
Mullaney; Louis M. Prata; Linda C. Riendeau; and Susan Knorr Rodriguez.   

VOTED: To exit executive session and return to open session. 

 May 12, 2010

XI. Adjournment   

There being no other business to come before the Board, on a motion by Louis M. Prata 
and seconded by Linda C. Riendeau, the meeting adjourned at 12:20 p.m. 

 

Respectfully submitted, 

 

 

 

Frank J. Karpinski  

Executive Director 


	Disability Subcommittee: The Disability Subcommittee recommended the following actions on disability applications as a result of its May 7, 2010 meeting for approval by the full Board. 

